The recent enlargement of the European Union by ten countries has changed the framework for economic activities in Europe. This article sheds some light on the resulting macro effects on the old member states and discusses the distribution effects both between the incumbent countries and within these countries as well as the respective adjustment requirements. In conclusion a rough assessment is made of the future growth performance of the enlarged EU.
T he enlargement on 1 May 2004 is the fourth time the EU has admitted new members since it was founded as the European Economic Community in 1957. No previous enlargement has taken in as many countries at once. The number of member countries increased by two thirds (Table 1) . Also, no previous enlargement has admitted new countries so different in economic terms from the existing EU members. Per capita income in the new member countries, measured at current exchange rates as well as in purchasing power parities, is far below the EU-15 average ( Figure 1 ). The accession of the relatively poor new member countries lowers per capita income (at current exchange rates) in the enlarged EU by 13 %.
Most of the accession countries are small -with the exception of Poland -and they are not very densely populated. As a result, "eastern" enlargement increases the population of the EU by only 20 % and its area by 25 %. Since the new member states are much poorer than the average of the EU-15, their contribution to the economic output of the EU is significantly smaller. Total GDP increases by less than 5 % (measured at current exchange rates). The GNP of Poland, the largest accession country, is equivalent to that of the small old EU country Denmark. In terms of GNP, all other new member countries are less important than Ireland, the smallest old member country besides Luxembourg (Figure 2 ). At the moment of enlargement, the * Head of the Department "European Integration", Hamburg Institute of International Economics (HWWA), Germany. 132 economic importance of the new member countries will be roughly equivalent to that of the Netherlands or some of the German L~inder, e.g. North Rhine-Westphalia or Bavaria.
Given the relatively minor economic importance of the accession countries compared to that of the EU-15, it might be concluded that the effects of enlargement on the old members will be very limited. However, this could be a misleading conclusion for several reasons. Firstly, it is very probable that the relative economic importance of old and new member countries will change. The new member countries are already undergoing a catching-up process. For the last couple of years the growth performance of the acceding countries has been much better than that of the EU-15. Especially large differences exist between the old continental member states France, Germany and Italy on the one hand and the new Baltic member states Estonia, Latvia and Lithuania on the other hand (Table 2) . Secondly, the dynamics of the catching-up process in the new member countries, which is driven by market-oriented reforms and which involves the introduction of efficient tax regimes and social security systems, together with the low cost of labour in these countries, will possibly place competitive pressure on the economies of the old member states with farreaching adjustment requirements. Thirdly, the competitive pressure might be increased by immigrants from accession countries, above all into Germany and Austria, and could necessitate adjustments to the wel- 
Institutional Changes Caused by Enlargement
It is often argued that the countries becoming member states of the EU are already highly integrated into 
